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REPORT ON PROPOSED LEASING OF ALAMEDA SHIPYARD, 
ALAMEDA, CALIF., BY THE DEPARTMENT OF THE NAVY 





DeceMBER 21, 1951. 
Rear Adm. J. F. Jevury, 
Chief, Bureau of Yards and Docks, 
Department of the Navy, Washington 25, D. C. 

Dear ApMIRAL JeELLEY: The committee report with reference to 
the proposal of the Department of the Navy to lease its shipyard 
facilities at Alameda, Calif., to Plant Bros. Drydock Co. was circu- 
lated to all of the members of the committee 10 days ago. 

No objection having been received to the report, a copy of which 
is hereto attached, you are herewith advised that the report represents 
the official position of the committee with reference to this matter. 

Sincerely yours, 
Cari Vinson, Chairman. 


NAVAL INpuUsTRIAL RESERVE SHIPYARD (FORMERLY GENERAL EN- 
GINEERING & Drypockx Co.), ALAMEDA, Catir.; REQUEST FOR 
Avutrnority To Lease to Piant Bros. Dryrpockx Co., Navan 
SUBMISSION No. 650 


This submission has been considered by the committee before. 
In May we disapproved it and we suggeste 1d to the Navy Department 
that the consideration was inadequate: and that the shipyard facility 
should be readvertised. In July, the Navy readvertised this fac ility 
for lease. The following companies calaetiled bids: (a) Plant Bros. 
Drydock Co., (6) Albert Simmons Associates, and (c) Todd Ship- 
building Corp. 

Comparing the present proposals with the previous ones, Plant 
Bros. increased its flat rental offer from $60,853 to $75,000. In the 
alternative proposal it increased the upland rent from $28,654 to 
$30,000 and on piers 4, 5, and 6 it increased the per foot rate by one- 
half cent per foot per day. The other provisions are substantially the 
same. 

The Albert Simmons Associates improved its bid by offering a flat 
rental of $40,000 not included in the first bid. In the alternative 
proposal it increased the upland rent from $15,000 to $20,000 and 
changed the pier rental from a per foot basis to 30 percent of the 
changes made. The drydock rental is now 30 percent of the changes 
whereas the first bid left this item to negotiation. The other pro- 
visions are substantially the same. ; 

Todd Shipyard Corp. did not change its bid substantially. Both 
of its offers were considerably lower than either of the other two bids 
and were not considered responsive. 

The present proposals of the Plant Bros. and the Simmons Asso- 
ciates are set forth below: 
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PLANT Bros. SIMMONS 
A. Flat rent, $75,000 per vear; or No rent for first quarter. 
B. Uplands, $30,000 per year; dry- A. Flat rent at $40,000 per year; or 
dock, 40 percent of charges. B. Upland, $20,000 per vear; plus 2 


Piers, per foot per day: A, 5 cents; percent of Government contracts, 30 
1, 5 cents; 2, 1.5 cents; 3, 2.5 cents; percent of berthing charges, 30 percent 
4, 3.5 cents; 5, 3.5 cents; 6, 3.5 cents. of drydock charges. 


The Navy recommends that the Plant Bros. bid be accepted; that 
the lease rentals be based upon a fixed fee for the upland facilities plus 
a percentage of the charges for the berthing and drydock facilities; and 
that the Navy have the option to renegotiate the rental at any time 
it appears to the Department to confer an undue benefit on the lessee. 

In support of its recommendations the Navy has stated: 


In the outleasing of ship-repair facilities, the Bureau of Ships endeavors to 
obtain the optimum return to the Government in the form of maintenance, 
security, and rental and at the same time— 

(a) Not confer a competitive advantage on any lessee of Government facilities 
within any one market. For the information of the committee, both Todd 
Drydock Corp. and Bethlehem Steel Co. have floating drydocks and repair piers 
under lease in the San Francisco Bay area. 

(6) Retain control of floating drydocks so that they can be moved to another 
location to match the impact of ship repair and/or battle damage under conditions 
of war or all-out emergency. 

To accomplish (a) the Bureau has found that piers can best be leased on a usage 
basis and has developed a formula (acquisition cost*7 percent — 365 X designed 
usable footage) for calculating a footage-use rental. The Bureau endeavors to 
keep enterprisers as nearly as possible consistent within such rates. Leases to 
Bethlehem and Todd in the San Francisco area are on this basis and the proposal 
made by Plant Bros. closely approximates formula results. 

To accomplish (6) drydocks are leased on a usage basis whereby the Govern- 
ment is paid as rental 40 percent of the revenue derived from dockings, with the 
stipulation that the floating drvdocks may be removed under emergency conditions 
at the will of the Secretary of the Navy. This permits ready removal of floating 
drydocks without the possibility of settling suits and claims. 

It is for the above reasons that the Bureau of Ships would prefer, other things 
being equal, to lease the ~— Industrial Reserve Shipyard, Alameda, under the 
usual form of lease rather than on the fixed-price basis, it being noted that the 
evaluation of the best propos: il indicates a return to the Government of $80,000 
per annum on the usual basis as against a fixed amount of $75,000 per annum. 

As final insurance that the lessee will not derive a windfall from the use of 
Government property, Plant Bros. has agreed to accept a provision in the lease 
permitting the Government to renegotiate the rental if at any time it appears to 
the Department to confer an undue benefit upon the lessee. 


Hearings were held on October 1 and 3, 1951. Representatives 
from the Navy Department, Plant Bros. Drydock Co., and the Albert 
Simmons Associates appeared. The Navy testified at length in sup- 
port of its recommendation to award the contract to the Plant Bros. 
on the basis of a fixed fee for the flat facility and a percentage of the 
charges for the berthing and the drydock facilities. The Navy’s 
presentation was not convincing. Except for the fixed annual rental 
for the upland facilities ($30,000 in the Plant Bros. bid), the Navy’s 
proposal de ‘_pends upon spec ‘ulation. The ms ijor portion of the rental 
under such an arrangement would depend upon the volume of ship 
repair work which the lessee hoped to get. The Navy’s estimate, 
based upon 4 years of experience with the ‘E ngineering & Drydock Co. 
at this yard, was that the net rent to the Government under the Plant 
Bros. bid on a percentage basis would be $80,000 per year. 

But the Navy, in discounting the potential of percentage earnings 
in the Simmons’ bid, asserts that there is a highly competitive market 
for ship repair work in the San Francisco Bay area; that all Govern- 
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ment reconversion work is awarded to the lowest bidder after public 
advertising; and that there is very little private work available, be- 
cause the majority of it is done by existing yards (such as Bethlehem 
Steel and Todd) who have developed this type of business during the 
many years they have been in operation. These conditions of compe- 
tition, the Navy contends, would limit greatly the gross income to a 
lessee. ( ‘onsequently, it concludes the rental that would be obtained 
under the Simmons’ percentage bid would be far less than that which 
could be expected under the Plant Bros. bid. Obviously, these cir- 
cumstances would apply equally to all bids on a percentage basis. 
The subcommittee recommends that Navy’s submission be disap- 
proved. 

However, since it is in the interest of the United States to have this 
facility in operation, a satisfactory lease must be found. That an- 
swer is found in the prior recommendation of the committee that the 
Navy Department obtain a rental on a flat fee in addition to an offer 
on a percentage basis. Accordingly, the invitation for bids called for 
an offer for a flat rental for the entire facility. Plant Bros. offered 
$75,000 on this basis and the Simmons Associates offered $40,000. 
On this basis the award should be made to the Plant. Bros. Other 
bidders have no quarrel with this solution. During the testimony 
Simmons Associates remarked that they ‘‘would not be here’ if the 
Navy Department proposed to make the award to Plant Bros. on 
the basis of the flat fee. 

However, the Navy Department claims that it is fearful that a 
lease providing for a flat rental would confer a “competitive advan- 
tage’’ upon the lessee in this market. The facts failed to support the 
Navy’s apprehension. The assistant industrial manager of the San 
Francisco Naval Shipyard visualizes that the operator of this yard 
would yield to the Government a net return of $80,000 under the 
Plant Bros.’ bid on a percentage basis. He based that estimate on his 
experience with the previous lessee of this yard, his knowledge of the 
Government work to be awarded in this area in the future, the amount 
of work that the lessee in this yard could hope to get, and the cost of 
maintaining and operating this facility. 

[f this guess is correct, the Government would speculate on a rental 
of $80,000 per year. But if this guess is wrong, and he was quick to 
point out the hazards in the Simmons percentage basis bid, the 
Government would receive a minimum $30,000 a year under the 
Plant Bros.’ bid—$30,000 representing the fixed fee for the uplands 
facilities. 

We cannot agree to the uncertainties in such a highly speculative 
venture, especially where the available alternative is a fixed rental of 
$75,000 per year. The subcommittee believes that the assurance of 
$75,000 per year provides a far more desirable return than the hope of 
an additional $5,000 based upon guesses of the amount of ship repair 
work that would be done in this yard. 

Accordingly, it is recommended that the Navy Department accept 
the offer of Plant Bros. Drydock Co. to enter into a lease on the basis 
of a flat rental of $75,000 per year. The lease should contain a 
stipulation that the floating drydock may be removed under emergency 
conditions at the will of the Secretary of the Navy. 
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As final assurance that the lessee will not derive a windfall from the 
use of Government property the lease should also contain a provision 
permitting the Government to renegotiate the rental if at any time it 
appears to confer an undue benefit upon the lessee. Plant Bros. has 
agreed to accept such a provision. 

With respect to the proposal of the Simmons Associates, the sub- 
committee found that its bid was not responsive to the invitation; that 
their business proposals were not clear; that the associates of Mr. 
Simmons were confused as to the part they were to play in his scheme; 
and that the requirements of the leasing regulation which provide 
that the award be made to the highest ‘‘responsive bidder’’ have been 
met neither by the Simmons Associates acting as principal or agent 
nor by the Radil Industrial Products, Inc., a ‘‘paper’’ corporation. 

Approved by the full committee, December 21, 1951. 
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